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On Feb. 14, the Dominican Republic signed an agreement to restructure the repayment of US
$1.1 billion in debt owed to foreign commercial banks, ending nearly eight years of on-and- off
negotiations. The government first began negotiating with foreign banks in 1986, but the talks
rapidly collapsed, leading to erratic periods of negotiation in the following years, with little progress
reported until 1993. "This has been a travelling circus for many years," said David Hilton, senior
vice- president of international banking for the Bank of Nova Scotia, which led the creditor steering
committee on the Dominican debt.
Other banks on the committee included the Royal Bank of Canada, Citibank, Chase Manhattan, and
Chemical Bank. The debt revamping involves about US$775 million in principal with the remainder
in interest, altogether covering nearly 100% of the country's debt to foreign commercial lenders.
Among other things, the country will pay US$200 million cash to cover interest and principal and
to buy collateral to cover new debt once the deal is ratified by the Dominican Congress, according
to Hilton. As a result, at least 50% of the Dominican Republic's debt repayment obligations will be
eased through restructuring.
"Upon culmination of these negotiations, one of the greatest barriers that hampered our country's
development has been overcome," said Mario Read-Vittini, governor of the Dominican central
bank. In fact, under President Joaquin Balaguer's administration, the country has made substantial
economic progress. According to the International Monetary Fund (IMF), the economy grew by a
robust 7.6% in 1992, an astounding turnabout from the 0.9% decline in GDP in 1991. In 1993, IMF
preliminary estimates indicate another 5% economic expansion. The growth is largely attributed to a
huge jump in tourism to the island, as well as to government efforts to open the economy to foreign
investment.
Among other things, in 1993 the executive sent a bill to Congress that would standardize regulations
under which foreigners can invest in Dominican industries, eliminating the traditional protection
enjoyed by domestic businesses. Under the new legislation, for example, foreigners are be permitted
to purchase up to 100% of stock in local companies, as compared to only 25% previously. The
Balaguer administration's liberal economic policies led to an agreement with the IMF in July of
last year. That agreement provided fresh IMF aid to finance the government's economic reforms,
including the privatization of inefficient state industries. The IMF endorsement in turn helped pave
the way for the February accord with commercial creditors.
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